DSS™

(Digital Satellite System) USSB Programming

Basic Channels (6) Premium Channels (14)
Lifetime ) HBO East/West
Nickelodeon/Nick at Nite ' HBO 2 East/West
MTV HBO 3
VH-1 Showtime East/West
Comedy Central Showtime 2
All News Channel The Movie Channel East/West
Cinemax East/West
Cinemax 2
FLIX

*Includes all channels with which USSB will start. Expected future coinpression improvements should allow for
additional channels/services. Current plans include public service, free advertiser supported services and special

interest programming



Mnited States Denate

WASHINGTON, DC 20510

August 24, 1994

The Honorable Reed E. Hundt
Chairman

Federal Communications Commission
1919 M Street, NW

Washington, DC 20554

Dear Chairman Hundt:

We are aware of the letter sent to you on June 15, 1994 by
several Members of Congress, addressing Section 19, the program
access provision, of the Cable Act of 1992. We believe that letter
fundamentally misstates the goal of Section 19, which was intended
only to address exclusive practices by cable operators. Non-cable
operations, such as direct broadcast satellite (DBS) are not
covered by Section 19.

As the title of the Cable Act <clearly indicates, the
legislation specifically was designed to address the problems
suffered by the public as a result of cable’s monopolistic
practices. Many of our’ constituents complained about cable
operator’s abuses of their power.

A key provision of the Act is Section 19, which addresses
cable programming practices. It precludes cable operators from
entering into exclusive contracts with vertically integrated cable
programmers in areas not served by cable. It permits exclusive
contracts in areas served by cable, if the FCC determines that such
contracts are in the public interest. We submit, however, that a
search of the entire Cable Act and its legislative history will
confirm that only program contracts involving cable operators were
intended to fall within the province of Section 19 and the Act as
a whole.

Moreover, a fundamental purpose intended to be served by
Section 19 is the promotion of technologies that can compete with
cable operations. 1In this regard, competitive exclusivity in DBS
operations is essential if a non-cable operator with a small number
of channels is to be able to compete with another operator offering
more, but different channels. Denying competitive exclusivity
could have the perverse effect of creating a monopoly within DBS by
limiting an operator’s ability to grow, compete with cable, and
offer unique services to the customer.
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We believe the Commission’s initial conclusions on programming
exclusivity -- that Section 19 applies only to cable operators =--
were correct, and the rules adopted by the FCC thus properly
implement Section 19. We understand the Attorneys General of 45
states and the District of Columbia, the U.S. Department of
Justice, and Judge John Sprizzo, U.S. District Court, Southern
District of New York, all agree that the Cable Act of 1992 does not
prohibit exclusive contracts by DBS providers and programmers.

We have attached material which provides graphic illustration
of the fact that the FCC’s present rules will make extensive
programming available to DBS customers.

We appreciate your consideration of our views.

Sincerely,

B8R b (o

Bob Packwood
U.S. Senate U.S. Senate




DSS™

(Digital Satellite System)

DirecTyv Programming

Basic Channels

A&E

Black Entertainment
Television

Cartoon Network

Premium Channels

The Disney Channel East/West
Encorc

Encore 2/L.ove Storics

Encore 3/Western

Country Music Television Encorc 4/Twecns

CNN

CNN International
CNBC

Court TV

C-Span

C-Span 2

Discovery

E!

ESPN

Family Channel
Headline News

The Learning Channcl
Much Music

SCI-FI Channcl
Shopping

Travel Channel

The Weather Chanunel
TBS-Superstation

The Nashville Network
Turner Classic Movies
TNT

USA Network

Encore 5/Mystery

Encore 6/Action .
Encore 7/Truc Stories & Drama
Playboy Channel

Pay-Per-View Movies

Approximately 40+ Channels

with current hit films from:
Paramount Pictures
Columbia Picturcs

Sony Pictures Classics
TriStar Pictures

Tumer MGM Film Library
Universal Pictures
Touchstonc Pictures
Hollywood Pictures

Walt Disney Pictures
Warner Bros

Mirammax Filins

Pay-Per-View Sports
Up to 40 channels with
events cxpected from all
major sports leagues

Special Interest

Golf Channel

CBC Newsworld Intemational
Physicians Television Network
Bloomberg Direct Financial
Music Chotce (Digital Audio)
TRIO

Movie Preview Channel

Sports Preview Channel
Consumer Information

*List includes all DirecTy programming announced as of June 28, 1994



DSS™
(Digital Satellite System)

USSB Programming

Basic Channels (6)

Lifetime
Nickelodeon/Nick at Nite
MTV

VH-1

Comedy Central

All News Channel

Premium Channels (14)

HBO East/West
HBO 2 East/West
HBO 3

Showtime East/West
Showtime 2

The Movie Channel East/West

Cinemax East/West
Cinemax 2
FLIX

*Includes all channels with which USSB will start. Expected future compression improvements should allow for
additional channels/services. Current plans include public service, free advertiser supported services and special

interest programming
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Mnited States Senate

July 6, 1994

The Honorable Reed Hundt
Chairman

Federal Communications Commission
1919 M Street, NW

Washington, DC 20554

Dear Chairman Hundt:

I am aware of the letter sent to you on June 15, 1994 by
several Members of Congress, addressing Section 19, the program
access provision, of the Cable Act of 1992. I believe that
letter fundamentally misstates the goal of Section 19, which was
intended only to address exclusive practices by cable operators.
Non-cable operations, such as direct broadcast satellite (DBS),
are not covered by Section 19. '

As the title of the Cable Act clearly indicates, that
legislation specifically was designed to address the problems
experienced by the public as a result of cable’s practices.

A key provision of the Act is Section 19, which addresses
cable programming practices. It precludes cable operators from
entering into exclusive contracts with vertically integrated
cable programmers in areas not served by cable. It permits
exclusive contracts in areas served by cable if the FCC
determines that such contracts are in the public interest. I
submit, however, that a search of the entire Cable Act and its
legislative history will confirm that only program contracts
involving cable operators were intended to fall within the
province of Section 19 and the Act as a whole.

Moreover, a fundamental purpose intended to be served by
Section 19 is the promotion of technologies that can compete with
cable operations. In this regard, competitive exclusivity in DBS
operations is essential if a non-cable operator with a small
number of channels is to be able to compete with another operator
offering more, but different channels. Denying competitive
exclusivity could have the perverse effect of creating a monopoly
within DBS by limiting an operator’s ability to grow, compete
with cable, and offer unique services to the customer.

I believe the Commission’s initial conclusions on programming
exclusivity -- that Section 19 applies only to cable operators --
were correct, and that the rules adopted by the FCC thus properly

ALBUQUEROUE LAS CRUCES ROSWELL SANTA FE
{505} 766-36386 (505) 523-6561 (505) 622-7113 (505) 988-6647
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implement Section 19. I understand the Attorneys General of 45
states and the District of Columbia, the U.S. Department of
Justice, and Judge John Sprizzo, U.S. District Court, Southern
District of New York, all agree that the Cable Act of 1992 does
not prohibit exclusive contracts by DBS providers and
programmers.

I appreciate your consideration of these views.

Sincerely,

JB/mss



Gongress of the fnited States
House of Representatives
Washington, B.¢. 20515

July 6, 1994

The Honorable Reed Hundt
Chairman

Federal Communications Commission
1919 M Street, NW

Washington, DC 20554

Dear Commissioner Hundt:

We are aware of the letter sent to you on June 15, 1994 by
several Members of Congress, addressing Section 19, the program
access provision, of the Cable Act of 1992. We believe that
letter fundamentally misstates the goal of Section 19, which was
intended only to address exclusive practices by cable operators.
Non-cable operations, such as direct broadcast satellite (DBS)
are not covered by Section 19.

As the title of the Cable Act clearly indicates, the
legislation specifically was designed to address the problems
suffered by the public as a result of cable's monopolistic
practices. Many of our constituents complained about cable
operator's abuses of their power.

A key provision of the Act is Section 19, which addresses
cable programming practices. It precludes cable operators from
entering into exclusive contracts with vertically integrated
cable programmers in areas not served by cable. It permits
exclusive contracts in areas served by cable, if the FCC
determines that such contracts are in the public interest. We
submit, however, that a search of the entire Cable Act and its
legislative history will confirm that only program contracts
involving cable operators were intended to fall within the
province of Section 19 and the Act as a whole.

Moreover, a fundamental purpose intended to be served by
Section 19 is the promotion of technologies that can compete with
cable operations. In this regard, competitive exclusivity in DBS
operations is essential if a non-cable operator with a small
number of channels is to be able to compete with another operator
offering more, but different channels. Denying competitive
exclusivity could have the perverse effect of creating a monopoly
within DBS by limiting an operator's ability to grow, compete
with cable, and offer unique services to the customer.

THIS PAPER MADE WITH RECYCLED FIBERS — PLEASE RECYCLE

——, ..
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We believe the Commission's initial conclusions on ‘
programming exclusivity -- that Section 19 applies only to cable
operators -- were correct, and the rules adopted by the FCC thus
properly implement Section 19. We understand the Attorneys
General of 45 states and the District of Columbia, the U.S.
Department of Justice, and Judge John Sprizzo, U.S. District
Court, Southern District of New York, all agree that the Cable
Act of 1992 does not prohibit exclusive contracts by DBS
providers and programmers.

We have attached material which provides graphic
illustration of the fact that the FCC's present rules will make
extensive programming available to DBS customers.

We appreciate your consideration of our views.

_ Slncerely,
RO ¥
AL At LAt a.g’f
ete V. Dominici Martin Olav Sabo
U.S. Senate U.S. House of Representatives

ce F. Vento
.S. House of Representatives

ert\H. Michel M
U.S. House of Bi 1chardson

Representatives U.S. House of Representatives
dward Po Jim stad
S. House of U.s. 1se of Representatives

presentatives

- T T
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fuly 8, 1994

The Honorable Reed Hunt

Chairman, Federal Communications Commission
1919 M Street NW :
Washington, D.C, 20554

Dear Chairman Hunt;

T am writing you concerning the issue of program exclusivity as it pertains to Direct Broadcast
Saiellite (DBS) services. I was an active proponent of the purposes of the 1992 Cable Act, and in

particular, the goal of creating viable and robust DBS services to offer competition to existing cable
monopolies.

As you know --and as the Act's title clearly indicates~-the legislation was specifically designed
to address the prablems suffered by the public as a result of monopolistic practices by certain large
cable companies, Competition by DBS was intended to be part of the public’s solution, never part of
the problem. Therefore it is my belief that a search of the Act and the legislative history will confirm

that only program contracts involving cable operators are intended to fall within the province of the
1992 Cable Act.

In that regard, I want to state my support for the Commission’s conclusion in its "First Report
and Order” in MM Docket No. 92.265. 1 believe the Commission properly construed the exclusivity
provisions of Section 19 as applicable to cable operators only. And it is my understanding that the
Department of Justice, and the attorneys general of 45 states also agree that there is no bar in the
Cahle Act of 1992 to exclusive contracts by DBS providers and programmers,

Thank you for your consideratlon of my views on this matrer.

AS/Ibk

PRINIED UN RCCYCLED PARER
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Washington, BE 20515-0529
HENRY A. WAXMAN

297TH DiSTRICT, CALIFORNIA
August 16, 1994

The Honorable Reed Hundt
chairman

Federal -Communications Commission
1919 M Street, N.W.

Washington, D.C. 20554 °

Dear Mr. Chairman:

I am writing in support of the Federal Communications
Commission's conclusion in its "First Report and Order® in MM
Docket No. 92.265 regarding exclusive program contracts with
noncable distributors.

To foster healthy competition in program distribution
services, Section 19 of the 1992 Cable Act forbids exclusive
arrangements between cable operators and vertically integrated
programmers in areas not served by cable. This section of the
law was drafted to address the anticompetitive practices of cable
companies, and not potential exclusive agreements by noncable
distributors.

Although exclusive contracts can present dangers in the
marketplace, they do not automatically pose an inherent danger to
diversity and competition and, in certain circumstances, can be
employed positively as a guard against monopolistic practices.
Without the ability to distinguish their programming from larger
competitors, small rivals would not survive and consumers would
suffer the effects of the resulting lack of competition. Such an
outcome would directly contradict the express purposes for which
the 1992 Cable Act was passed. Selectively approved exclusive
contracts could mitigate this impact. If these contracts are
authorized, however, great care must be taken to ensure against
long-term anti-competitive effects.

Thank you for your consideration of my views on this matter.
With kind regards, I am

Sincerely,

& Wy
a. W

Member of Congress



PAUL SIMON
LUNO'S

COMMITTEES:

LABOR AND HUMAN RESOURCES
JUOICIARY
FQREIGN RELATIONS

Anited States Senate o

WASHINGTON, DC 20510-1302

August 19, 1994

The Honorable Reed Hundt
Chairman
Federal. Communications Commission

Washington, DC 20554
Dear Reed:

I have been hearing from people on both sldes of the controversy
regarding Section 19 of the Cable Act.

I am probably the least informed person writing to you on this.
I have looked over the correspondence and discussed tﬁis twice
with my staff. It seems to me the enclosed letter from Jeif
Bingaman to you merits serious consideration.,

I have worked with Jeff on’a great many things, and I know he
does not enter these things lightly.

I wish you the best.

.
PS/iw
Enc.
<. ta
482 Dirxssn BuiLoing 230 8. DEARBORN 3 WEST OLD CARITOL PLAZA 250 West CHinry
~  WASMINGTON, DC 20810-1302 Kuczynsxi 80a., 38TH FLoon Suire 1 floom 118-8
202/224-2182 CHiCcAGO, IL 80604 grrinoriELD. Il 62701 CangonoaLt, IL 62901

TDD: 202/224-5468% 312/363-4082 217/482-4980 . 81 8/467-3863

TDD: 312/788-0308 TDD: 217/844-7524
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- Mnited Dtates Senate

July 6, 1994

The Honorable Reed Hundt
Chairman
Federal Communications Commission

1919 M Street, NW
Washington, DC 20554

Dear Chairman Hundt:

I am aware of the letter sent to you on June 15, 1994 by
several Members of Congress, addressing Section 19, the program
access provision, of the Cable Act of 1992. I believe that
letter fundamentally misstates the goal of Section 19, which was
intended only to address exclusive practices by cable operators.
Non-cable operations, such as direct broadcast satellite (DBS),
are not covered by Section 19. '

As the title of the Cable Act clearly indicates, that
legislation specifically was designed to address the problems
experienced by the public as a result of cable’s practices.

A key provision of the Act is Section 19, which addresses
cable programming practices. It precludes cable operators from
entering into exclusive contracts with vertically integrated
cable programmers in areas not served by cable. It permits
exclusive contracts in areas served by cable if the FCC
determines that such contracts are in the public interest. I
submit, however, that a search of the entire Cable Act and its
legislative history will confirm that only program contracts
involving cable operators were intended to fall within the
province of Section 19 and the Act as a whole.

Moreover, a fundamental purpose intended to be served by
Section 19 is the promotion of technologies that can compete with
cable operations. In this regard, competitive exclusivity in DBS
operations is essential if a non-cable operator with a small
number of channels is to be able to compete with another operator
offering more, but different channels. Denying competitive
exclusivity could have the perverse effect of creating a monopoly
within DBS by limiting an operator’s ability to grow, compete
with cable, and offer unique services to the customer.

I believe the Commission’s initial conclusions on programming
exclusivity -- that Section 19 applies only to cable operators --
were correct, and that the rules adopted by the FCC thus properly

_ ALBUQUERQUE LAS CRUCES ROSWELL SANTA FE
{505) 766-3636 (505) 523-6561 (505) 622-7113 (505) 988-6647
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implement Section 19. I understand the Attorneys General of 45
states and the District of Columbia, the U.S. Department of
Justice, and Judge John Sprizzo, U.S. District Court, Southern
District of New York, all agree that the Cable Act of 1992 does
not prohibit exclusive contracts by DBS providers and

programmers.

I appreciate your consideration of these views.

Sincerely,

il JB/mss
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DBSWORLD

PROGRAMMERS

NETWORKS*

DIRECTV

USSB

PRIMESTAR

PRIMETIME 24 (ABC, CBS, NBC)

FOX & PBS

(gL

THE WORKS (ABC, CBS, NBC, FOX, PBS)

PREMIUM

A&E

ALL NEWS CHANNEL

CARTOON

CMTV

CNBC

CNN

CNN INTERNATIONAL

LU

COMEDY CENTRAL

DISCOVERY

DISNEY

ENCORE

ENCORE MULTIPLEX

FAMILY CHANNEL

H|pim|®| |}

FLIX

HBO/CINEMAX MULTIPLEX

HEADLINE NEWS

LIFETIME

MIV/VH-1

MUCHMUSIC

NASHVILLE

NICKELODEON

PLAYBOY

SHOWTIME/TMC MULTIPLEX

TURNER CLASSIC MOVIES

USA

PAY PER VIEW

COLUMBIA PICTURES

HOLLYWOOD PICTURES

MIRAMAX FILMS

PARAMOUNT PICTURES

DL

PRIME CINEMA (3)

SONY PICTURE CLASSICS

TOUCHSTONE PICTURES

TRISTAR PICTURES

TURNER MGM FILMS

UNIVERSAL PICTURES

WALT DISNEY PICTURES

WARNER BROS.

SPECIAL INTEREST

COURT TV

C-SPAN 1

E! ENTERTAINMENT

LEARNING CHANNEL

NEWSWORLD INT’L

PHYSICIAN‘S TV NETWORK

SCI-FI

TRAVEL

TRIO

WEATHER

FREE SUPERSTATIONS

SUPERSTATIONS

R|m] - |ajp|p|R>|pjERE|E|R|EER/BB]R]

WPIX

SPORTS

ESPN/ESPN ALTERNATE

GOLF

pim}

PRIME NETWORKS

SATELLITE SPORTS NETWORKS**

OTHER SERVICES

BLOOMBERG DIRECT BUSINESS NEWS

MUSIC CHOICE

PRIME AUDIO

[TV ASIA

I JEigl ]!

TV JAPAN (Japanese and English)

X*PRESS

* Available in “white” areas only.
* .
* Includes 14 regional sports networks.

® = Primestar Programming on Satcom K-1.

B = DirecTv/USSB Programming on DBS-1 (subject to change).
A = DirecTv Programming on DBS-2 (subject to change).







IN THE CABLE ACT

Areas Unserved By Cable

*(C) prohibit practices, understandings, arrangements,
and activities, including exclusive contracts for satellite
cable programming or satellite broadcast programming
between a cable operator and a satellite cable programming
vendor or satellite broadcast programming vendor, that
grevent a multichannel video programming distributor

om obtaining such programming from any satellite cable
programming vendor in which a cable operator has an
attributable interest or any satellite broadcast program-
ming vendor in which a cable operator has an attributable
interest for distribution to persons in areas not served
by a cable operator as of the date of enactment of this
section; and

Areas Served By Cable

“(D) with respect to distribution to persons in areas
served by a cable operator, prohibit exclusive contracts
for satellite cable programming or satellite broadcast pro-
gramming between a cable operator and a satellite cable
programming vendor in which a cable operator has an
attributable interest or a satellite broadcast programming
vendor in which a cable operator has an attributable
interest, unless the Commission determines (in accordance
with paragraph (4)) that such contract is in the public
interest.

PROVISIONS CONCERNING EXCLUSIVE CONTRACTS

IN THE CONFERENCE
COMMITTEE REPORT

Areas Unserved By Cable

With regard to areas not passed by a cable system, the regula-
tions required by the House amendment prohibit exclusive con-
tracts and other arrangements between a cable operator and a
vendor which prevent a multichanne] video programming distribu-
tor from obtaining programming from a satellite cable program-
ming vendor affiliated with a cable operator.

Areas Served By Cable

With regard to areas served by cable operators, the FCC's regu-
lations must prohibit exclusive contracts for satellite cable pro-
gramming between a cable operator and a satellite cable program-
ming vendor affiliated with a cable interest, unless the FCC deter-
mines such a contract is in the public interest. In determining
whether such an exclusive contract is in the public interest, the
FCC shall consider the effect of the contract on competition in local
and national multichannel video programming distribution mar-
kets, the effect on competition from multichannel video program-
ming distribution technologies other than cable..the effect on the
ability to attract capital investment in new satellite cable program-
ming, the effect on the diversity of programming in the multichan-
nel video programming distribution market, and the duration of
the exclusive contract. The House amendment's provisions limiting
exclusive contracts in areas served by cable operators expire in 10
years. Exclusive contracts for satellite cable programming that
were entered into on or before June 1, 1990 for geographic areas
not served by cable operators are grandfathered under the House

amendment.

IN THE FCC
REGULATIONS

Areas Unserved By Cable

(¢) Ezxclusive contracts and practices.—
(1) Unserved areas. No cable operator
shall engage in any practice or activity
or enter into any understanding or ar-
rangement, including exclusive con-
tracts, with a satellite cable program-
ming vendor or satellite broadcast pro-
gramming vendor for satellite cable
programming or satellite broadcast
programming that prevents a multi-
channel video programming distributor
from obtaining such programming from
any satellite cable programming ven-
dor in which a cable operator has an
attributable interest, or any satellite
broadcast programming vendor in
which a cable operator has an attrib-
utable interest for distribution to per-
sons in areas not served by a cable op-
erator as of October 5, 1992.

Areas Served By Cable

(2) Served areas. No cable operator
shall enter into any exclusive con-
tracts, or engage in any practice, activ-
ity or arrangement tantamount to an
exclusive contract, for satellite cable
programming or satellite broadcast
programming with a satellite cable
programming vendor in which a cable
operator has an attributable interest
or a satellite broadcast programming
vendor in which a cable operator has
an attributable interest, with respect
to areas served by a cable operator, un-
less the Commission determines in ac-
cordance with paragraph (c)(4) of this
section that such contract, practice,
activity or arrangement is in the pub-
lic interest. :






Today’s Best.
Tomorrow’s Classics.

The RCA DSS System offers the widest range of program
choices, including your favorites.

The 18" dish unchtrusively receives ~
 high-power 120-Wan dignd KU [ oS

D55~ and DIRECTV "2ve official tademarks of DIRECTV. inc., 2 unit of GM Hughes Elactroncy
band signal, and scnds i 10 the receiver.
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With An RCA
Home Theatre™
Television,
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Excitement
ToNew Levels.
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Discover The RCA DSS Value

The RCA brand DSS™ Digital Satellite Sysiem provides great digital
home entenainment value with DIRECTV and USSB programming,

The RCA DSS equipment reccives everyone’s basic cable Bavorites
like ESPN and CNN, as well as premium channels like HBO,

But that's ondy the beginning, You'll get Use this handy
revolutionary choices from DIRECTV comparison
amd USSB. This includes Direct Ticket™ chart
pay-per-view movies and planned college e

and professional spors packages, ss well RGNS U]
as concerts, and cultural programming. Iine-by~line
And the revolutionary RCA DSS receiver comparison

is compatible with your existing antenna
and your local cable scrvice 10 allow
you to reccive local programming.

But the DSS advantage docsn't stop
with quality programming, Capable of
digialquality broadcast i mngs and dramatic CD-quality’ sound,

with your cable
programming
and pricing.

the RCA DSS cqui passed sound and piclure
peronuance. Amldldnssnnk:mﬂ*lhw@umnllsﬂdlm
dish, measuring only 18" in diameter!

As You Compare, Be Sure To Consider
These DSS System Advantages!

Docs your cablc sysiern offer 150+ channels?

Are premium multiple channel services available?

* 5 HBO Channels * 2 The Movie Channel Cannels
3 Cincmax Channels ~ # 3 Showtime Channels + FLIX
Docs your system offes up to 40 pay-per-view channcks?

Is your cable sysiem capable of digial-quality video

and CD sound?

* Can your system delivera 16 x 9 widescreen picture and HDTV?
* Can you subscribe 1o FLIX or Encore?

1

f

our Present Cable S

our Programming Choices

Basic Cable Service Checl Locat Channels
- $ $ k your local cable system {From your antenna? From your local cable service?)

Cable Service Bl
Premium Service $21.95 et “Personal Choice®

HBO (5 services available?) Country Music Television, Headine News, The Leaming Channel, E! Enlertainmen Television,

Cinemax (3 services available?) Bioomberg Direct, The Nashvifle Network, The Family Channel, Tumer Classic Movies, TNT,

Showtime (3 services available?) SuperStakion TBS, Sci-Fi Channel, Coun TV, USA Network, The Weather Channel

The Movie Channel (2 services available?) Included (up to $1194r vatueh) The Disney Channel

FLX Included ($304r valuet) $2.50/month Coupon for Direct Ticket ™ Pay-Per-View

The Disney Channel Over 30 channels offered {Paramount Pictures, Universal Pictures, TriStar Pickures, Columbia Prctures, Touchstone Pictures,

Encore Hoflywood Fictures, Miramax Films and Warner Bros.)

Playboy Included (Premium movie service) Encore (up to 7 theme channels)

Other $3.95 .4 prime Time 24 (ABC, CBS, NBC. . restrictions may apply)
Other Basic Services (limited availability) {included in $4.9%night i

Court TV Bloomberg Direct | Basic Cable $9.95/month e Playboy

Sci-Fi Channet W %ﬂ'ar:e' Service fee) USSB, “Entertainment Plus”

Cartoon Network News Chan HBO (HB0, HBO West, HBO 2, HBO 2 West, 480 3), Cinemax (Cinemax, Cinemax

Turmer Classic Movies $34.95 (1st month FREE! West, Cinemax 2), Showtime (Showtime, Showtime West, Showtme 21, TMC (The Move
Pay-Per-View Channel, The Movie Channe! west), FLIX and “The Essentials”

" ussae P “The Essentials”
Equipment Charges $24.95 (Showtwre, m% ;u;geng The Movie w".’.'sm Movie Channel West, FLIX)
Franchise Fees $24.95 uUss8. “HBO Plus” and “The Essentials”
All other Fees B {HBO, HBO West, HBO 2, HBO 2 West, HBO 3. Cinernax, Cinarmiax West, Cnemax 2)
Total Cable Fees $ S0 No Basic Cable USSB’ Showtime (Showtime, Shomtime WesL, Shovtime 21

$1095 Buy Thru! USSB, HBO (HBO, HBO West, HBO 2, HBO 2 Wes, HBO 3)
$7.95 ussB. “The Essentials”
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DirecTv and the NRTC:
Partners in Rural America

t the same time DirecTv rolls out

its service in its first five markets,

some 300 members of the Na-
tional Rural Telecommunications Coop-
erative (NRTC) will roll out DSS nation-
ally in the rural areas.

With the national rollout, initially
there may be only enough equipment for
showroom displays. Some local co-ops al-
ready have waiting lists, in some cases as
many as 600 names, for DSS equipment.

“I think [the national rollout] is impor-
tant for the NRTC and the member co-
ops and indeed the customers in those
areas, who've been hearing about this
for a long time,” said DirecTv president
Eddy Hartenstein. “I think there’s an in-
teresting statistic among NRTC cus-
tomers. Close to 60 percent of them
come into the office once a month to pay
their bill. It's an interesting phenome-
non. 1 think to have one setup in the of-
fice is a good thing, even if you have to
tell them, 'Here it is, we'll take your or-
der and get it for you next month. I don't
think it's a very long period of time until
they get up to the volumes [of product
availability] they're looking for”

“We will ramp up a little more slowly
in our territories,” said Bob Phillips, CEO
of the NRTC. “We hope to build very fast
as we move into the summer and fall. We
will begin to get caught up on demand;
but, 'm not sure we will be able to catch
up completely by year's end.”

This marketing setup is the result of an

agreement the NRTC made with DirecTv
to market DSS in rural areas. Under this
agreement, the NRTC paid DirecTv in
excess of $100 million (neither Phillips
nor Hartenstein would reveal exact fig-
ures), which gives the NRTC exclusive
marketing rights 1o represent _some

cal member’s location and arrange for
equipment and programming there)”
Phillips said. “We're aiso working with
the satellite dealers through the SMAs
[sales management agents] and working
through the same channels on the na-
tional [consumer electronics] dealers so
they can also sell programming and
equipment on behalf of the local mem-
ber affiliate directly.

The affiliate will establish customer
contact immediately after the sale and
begin to build the relationship with the
customer.”

TVRO and consumer electronics deal-
ers will still receive commissions and
support for their sales, even though they
are on behalf of the NRTC. “We're count-
ing on the CE [consumer electronics} and
TVRO dealers to do a good job and be
out there aggressively selling and pro-
moting the product. As they do, they can
expect the [NRTC] members and affili-
ates will provide the commissions and
support being offered nationally” said
Phillips.

In addition to the two DSS models
availabie to TVRO and consumer elec-
tronics dealers, the NRTC will have an in-
between model available for its con-
sumers. The mid-level model will feature
the 18-inch DSS dish with the dual output
LNB, which allows viewing on two differ-
ent TV sets, and the receiver will have a
data port. “We think there are some uses
we have in our markets, particularly fo-
cused on data applications [such as agri-
cultural information], where we'd like to
have the availability of the data port,”
Phillips said. “We also believe there’ll be
a lot of applications for multi-unit televi-
sions sets in the home.”

In terms of programming offered, Phil-

seven million homes.

“The NRTC represented potential to
bring a huge amount of capital to the ta-
ble up front” said Hartenstein. “The
number of entities that can come up with
$100 million for anything are somewhat
few and far between. In addition, we felt
they represented a great potential asset
in getting to the very rural customers.
They have an infrastructure to get to that
consumer.”

The NRTC, however, didn't get as
much territory as it wanted. Originally,
the agreement called for the national co-
op to pay $250 million. However, not
enough co-ops chipped in, so not all the
territory available was purchased.

In the territories controlled by NRTC
member co-ops, they will have access to
all the customers in that area, regardless
of what outlet sells the equipment or pro-
gramming. “Customers can go to the lo-

lips said, "We will be offering the Per-

eral Communications Commission (FCC)
relating to the exclusive carriage of
HBO/Cinemax and Viacom feeds by
United States Satellite Broadcasting
(USSBj). This was done even though USSB
is willing to work with NRTC affiliates,
including offering marketing support
and commissions.

“The issue is not one of Hubbard will-
ing to work with the cooperatives,” said
Phillips. “The issue is that DirecTv and
NRTC have capacity on a DBS satellite
and as distributors using our own sys-
tem, Hubbard has done a deal with HBO
and Viacom where they say Hubbard is
the only source of capacity at 101 to pro-
vide HBO or Showtime. [The Cable Act
says] vertically integrated programmers
cannot refuse to deal and do exclusive
contracts to prohibit any distributor from
having access to their product on fair
and equal terms.

“We'd like to have HBO and Viacom
channels to position and package the
way we want” he continued. “It's our
right, it seems to us, under the law to be
a competitor and take whatever compet-
itive posture we wish. For Mr. Hubbard to
presume he’s the messiah here and can
offer the only competition that’s neces-
sary is quite presumptive on his part.”

As for DirecTv’s position on the issue,
Hartenstein said, “We're happy with the

rogramming lineup we have. We think
ti’nere will be a rulemaking by the FCC ul-
timately that will reflect what the true in-
tention of the Congress is [with the Cable
Act], which is to require vertically inte-
grated cable companies to make availa-
ble, at competitive prices, their program-
ming to all program providers. That said,
I'm not sure it makes a whole lot of sense
for us to carry HBO at the same time

is carrying ._We kind of hke

sonal Choice I and Il packages, and the a

our programming lineup right now.

[a carte and pay-per-view oiterings

“We're all on the same side here,” con-

DirecTv_has because we are DirecTv in
our areas. We'll also have some special

tinued Hartenstein. “DirecTv and USSB
are trying to create an industry. o create

packages like "Best of Cable that we'll of-

an industry, it not only has to be priced

fer in our territories.

“We're operating in this market just
like in the C-band market [with Rural
TV], with the members free to price how-
ever they wish in their territory,” he con-
tinued. “Based on what the members
and affiliates have told me, because

and presented In a way that creates
value, it needs to be presented to con-
sumers in a very seamless way.

“We fully plan to, when a consumer
calls in to 1-800-DIRECTV and asks for
HBO, tell him about all of our program-
ming services and packages and do our

they're out there talking to the customers

best to convince him it creates value.

évery day, theyre really thrilled with the

But, at the end of the day, if he wants

lineup we have.”

The Premium Channel
Question

As reported in May's TVRO Dealer, the
NRTC has filed a complaint with the Fed-

ours and still wants HBO, we'll push a
buatton and transfer him over to USSB to
sign him up for HBO. USSB has indicated
fhey will do the same thing. | can live
with that, provided we make it easy for
the consumer”’

— Jeff Adams
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* 2201 Cooperative Way
Suite 400

Hemndon, Virginia 22071
Tel: (703) 7870874

Fax: (708) 787-3355

NRTC
MEMORANDUM

[ J

TO: NRTC DBS Paticipant General Managers y .
FROM:  BohPhillips, Chief Executive Officcr M”/
DATE: July 13, 1994 :

RE: Urgent Need for Letters to the FCC and Capitol Hill re: Program Access
Desdline for Action: July 29

Last week, you received a Regulatory Alert from NRTC concerning@ immediate and critical
need to make a strong impression at the FCC and on Capitol Hill in support of the Programming
Access provisions of the Y992 Cable Act, NRTC has filed its comments (see attached) at the FCC.
Now it's your turn o speek out on the “real life” consequences of exclusive programming
agreements such as the ones signed between USSB, Time Wamer and Viacom. To do so
effectively, we need you 1o send letters to the FCC, your Senators and Members of Congress on
this toplc by July 29,

There i a great deal at stake here. The USSB agreement represents a flagrant manipulation of the
intent of the 1992 cable law. It is important that we stand in unified opposition to it.

There is no doubt the USSB deal sg:ciﬁcally affects your ability to provide Ponr DIRECTV™
customers with the programming they want in a convenient and affordable fashion. Let the FCC
and your congressianal representatives kaow haw this isyue affects you irfa real and tangible way.

We all bave a stake in making surc the lobbylsts from HBO, USSB, and other cable programmers
do not convince the FCC and our friends on Capitol Hill that things are OK. Your actions are
critical in bringing a grassroots reality to the legislative and regulatory process.

Your letters are aleo important because the FCC has changed since we initially worked on the bill.
New FCC Chairman Reed Hundt, and new Commissioners Rachelle B. Chong and Susan Ness
may not understand the important role you play with NRTC in rural video distribution. Your letter
1o Chairman Hundt, copied to Commissioners Chong and Ness, will help drive home the point.

Finally, your action will reinforce our filing at the FCC. Do not delsg¢*To make this task easier
for you, we have attached a summacsy of our filing, sample lettess, and instructions for your letter-
writing campaign. Thank you for your immediate attention.

THES NATIONAL AURAL TELECOMMUNICATIONS COOPERATIVE
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